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Hill « Schroderus & Co., LLP

Certified PUBIC ACcountants & Consuitan{s

August 8, 2007

Independent Avuditors' Report

Superintendent and Board of Education
whitefish Township Community Schools
Paradise, Michigan

We have audited the accompanying financial siofements of the governmenial activities, each major
fund, and the aggregate remaining fund informaiion of Whitefish Township Community Schools, as of
and for the year-ended June 30, 2007, which collectively comprise the Schooi District's basic financial
statements as iisted in the lable of contents. These financial siatements are the responsibility of the

Schaool's management. Our responsibility is to express opinions on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of Aamerica and the standards applicable fo financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, Those standards require that we
plan and perform the audif 1o obtain reasonable assurance about whether the financial statements
are free of mailerial misstatement. An audit includes examining, on a fest basis, evidence supporting
the amounts and disclosurgs in the finoncial statements, An audit also includes assessing the
accounting principles used and significant esiimates made by managemeni, as well as evaluating the
overcll financial statement presentation. We believe that our oudit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred 1o above present foiry, in ofl material respects, the
respective financial position of the governmenial activities, ecch magjor fund, and the aggregate
remaining fund information of Whitetish Township Community Schools, as of June 30, 2007, and the
respective changes in financiol position, therecf for the year then ended, in conformity with
accouniing principles generally accepled in the United States of America.

in accordance with Government Auditing Standards, we have clso issued our repori dated August &,
2007, on our consideration of Whitefish Township Community Schocls’ internal confrol over financial
reporting and on our tests of ifs compliance with certain provisions of laws, regulations, contracts, grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financicl reporiing and compliance and the results of that testing, ond not to
provide an opinion on the intermnal control over financiol reporting or on compliance. That report is an
integral part of an cudit performed in accordance with Government Auditing Standards and shouid
be considered in conjunction with this report in considering the results of our audit.
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Whitefish Townshio Community Schools
Paradise, Michigan

The management's discussion and analysis ond the budgetary comparison information are not a
required part of the basic financial statements but are supplementary information required by
accouniing principles generally accepted in the United States of America. We have opplied ceriain
limited procedures, which consisted principally of inguines of management regarding the methods of
measurement and preseniation of the required supplementary information. However, we did net oudit
the information and express no opinion on it

Qur audit was conducled for the purpose of forming opinions on the financial statements that
collectively comprise Whitefish Township Community Scheols' basic finoncial statements. The
accompanying other supplemental information is presented for the purpose of additicnal analysis and
is not a required part of the basic financial siatements. Such information has been subjected to the
auditing procedures applied in the cudit of the basic financial staternents and, in cur opinion, is faidy
stated in all material respects in relation to the basic financial statements token as o whole.

Wl Dednaduan 2 Co

CERTIFIED PUBLIC ACCOUNTANTS
Peioskey. Michigan



Whitefish Township
Community Schools

P.O.Box 58 » 7221 N. M-123
Paradise, Michigan 49768
Phone (906) 492-3353 « Fax (906) 492-3254

Fatrick Rowley. Superintendent/Principal

Management's Discussion and Analysis

Overview of the Basic financial Statements

Whitefish Township Community Schools' basic financial statements include govermment-
wide statements, fund financial statements and notes 1o ine financial statements. This

report also contains regquired and other supplemental information in addition to the basic
financial staiements,

Government-wide Financial Statements

The govermnmeni-wide financial statements report information on olf of the School's
nonfiduciory funds. The govermmment-wide siatements are designed to provide readers

with & broad overview of the School's finances, in g manner similar 1o a private-sector
business.,

The Statement of Net Assets disploys oll of the School's assets and liabitities, with the
difference reported as net assets. Al long-term ossets and debt obligations are
presented.

The Statement of Activilies focuses on the gross and net cost of the various funciions
within the Schodl {instruction, support services, efc.}), which are supported by the School's
generol revenues (property taxes, unresiricted State Aid, eic.),

Fund Financial Statements

The fund financic! siatements report on ihe governmeniol funds, with an emphasis on
maijor funds. Major funds are determined by the level of octlivity within the various funds.,
The focus of the fund financial statements is on the sources and uses of funds during the
cumrent year,

The fiduciary fund is also presented, separate from the governmental funds, due to the
fact thatf these assels do not represent assefs of the School. These assets are not
presented as part of the Government-wide finonciol statements.

Whitefish Township Community Schools maintained five individual governmental funds.
information is presenied separaisly in the govermmeniol fund balance sheet and the
governmenital fund statement of revenues, expenditures and changes in fund balances
for the General Fund and Cafeleria Fund, which are considered major funds. Data from
the other three governmenial funds are combined into @ single. nonmajor governmental
funds column. Individual fund dato for each of these nonmajor governmental funds s
provided in the form of combining statements in the Other Supplemental information
section of the report.

i
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Notes to the Financial Statements

The notes provide odditional informaiion which is essential to o full understanding of the
data provided in the government-wide and fund financial statements.

Government-wide Financial Anglysls

The table below summarizes the School's net assets as of June 30, 2007:

WHITEFISH TOWNSHIP COMMUNITY SCHOQCLS
Statement of Net Assets
June 30, 2007

2007 2006
Assets
Current and other asseis $ 325540 $ 344,196
Copital ossets - net of accumulaied deprecialion 180,404 180,708
Total assets 505,946 524,904
Liabilities
Current liabilifies 83,447 123,751
Net Assets
Invesiment in capital assets 180,406 180,708
Restricted - 5.8%0
Unrestricted 242,093 214,555
Total net assets $ 422,499 $ 401,153

At the end of the fiscal year, Whitefish Township Community Schools is able {o report
positive balances in alt categories of net assets. Over 40% of the School's net assels is its
invesiment in capital assels (land, construction in progress, buildings, equipment and
vehicies). There s no outstanding debt related 1o acguiring these capilal assets. The
School uses these capilal assets in providing educational services, consequently these
assets are not available for future spending.

The second portion of net assets, resiricted nel assets, represents resources that are
subjec! to external restriciions on how they may e used. This included restictions for
debt service and capital projects in 2006,

The remaining portion of net assels. unrestricted net assets, may be used of the School's
discretion to meel ongoing obligations.



The results for the School as a whole are reporied in the Statement of Aclivities, which is

summarized below:

WHITEFISH TOWNSHIP COMMUNITY SCHOOLS

Statement of Activifies
Years Ended June 30, 2007 and 2006

Revenue
Frogram revenue:
Charges for services
Grants and contiibutions
General revenue:
Property taxes
State Aid, unresiricted
Interest and investment earnings
Other

Total revenues
Function/Program Expenses
Instruciion
Support services
Food services
Athletics
Depreciation {unallocaied)
Total expenses
Change in net assets

Net assets - beginning of year

Net assets - end of year

2007 2006

$ 5412 $ 8,106
95,143 132,799
704,239 648,694
231,767 217,378
6,063 7,505

17,073 11,121
1,059,697 1,025,605
534,275 531,951
395,143 399,566
67,936 64,310
15,587 15,141
25,410 26,003
1,038,35) 1,036,971
21,346 (11,366}
401,153 412,519

$ 422,499 $ 401,153

As reported above, the School recorded $1,038,3510f expenses. These expenses were
funded minimally by charges for services. The majority of the School's revenues were
from property taxes (66%), vnresiricted state aid {22%), and grants and coniributions

(5%).

The School's experienced an increase in net assets this year. There were increases in both

property taxes (8%) and siaie aid {7%). while expenses increased less than 1%.
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fund financial Analysis

As of year end, the governmeniat funds reporfed a combined fund bolance of $242,093
which is $21,648 higher than the beginning of the year $220,445. The difference between
the changes in net assels and fund bolances for Whitefish Township Community Schools
was only $302 this year. In the cument year, depreciaiion expense of $25,410 in the
statement of activities excesded capital outlay expenditures of $25,108 in the statement
of revenues, expenditures and changes in fund balances.

General Fund Budgetary Highlights

Final budgeted revenues were about $6,000 higher than the original budgeted revenues
for the transier of balances from other funds.

Final budgeiled expenditures decreased about $38,000 from the original budgeted
amounts, These decreases were made among many of the expenditure accounts.

Final revenues were about $29,000 higher than the final budget, property taxes and state
aid oth coming in higher,

Final expenditures were higher than final budgeted amounts by about $21,000. This was
primarily the resuli of a change in the occounting for accrued summer health insurance.
Last yvear's accrual was reversed out this year and a provision for the 2007 summer
accrual was not made in the final omended budget.

Capital Assets

At June 30, 2007 the School had $180,404 (net of accumulated depreciation) invested in
capital assets. The following table summarizes the capital asset activity for the year:

WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Year Ended June 30, 2007

July 1, 2006 Additions Disposals June 30, 2007

Buildings and improvemenis $ 611,407 3 20,438 $ - % 631,845
Furniture and equipment 28,014 4,670 - 32,484
Venhicles 147,564 - - 147,564
Total capital assels 786,985 25,108 - 812,093
Less accum depreciation 406,277 25,410 - 631,687
Net capital assets $ 180,708 $ 302y % - $ 180,406




Economic Factors

Recognition by the siale legislature that all children deserve a quality, basic education
ond their willingness to appropriate funding to five geographically, isolated districts
confinues to have a huge impact on Whitefish Township Community Schools. State aid in
the form of Section 22d funds allows this district o remain solvent,

for the 2003-04 scheool year, the district had to reduce the secondary staff from four
teachers fo fhree teachers. With the addition of the 22d funds, the district was able fo
hire back a social studies/history feacher beginning with the second semester of 200506,
and conlinue to employ four highly qualified teachers for the 2004-07 and 2007-08 school
years, securing compliance with No Chilg Left Behind, Prior to 22d funds, there was no
place else for the district 1o cut without further compromising education. Kindergarien
through 8" grades continues o remain in combined classrooms of three grades per
classroom. We continue o work to expond curicutum offerings and proceed with
ongoing cumriculum alignment.

The 20046-2007 schoot year allowed for improvements to the building replacing exterior
deteriorafing OSB board with cement board arcund all of the windows. Plans for
additional improvements to the 57-year-oid building are being formulated for the
summer of 2007-2008.

Health insurance ond retirement continue 10 be two of the largest expenditures.
Lowering the refirement cost for the 2007-2008 school year will be beneficial to districts.

Whitefish Township School is the hub of the community. Residents and visitors rely on the
school for dissemination of information; for medical help; for aclivities, and local refuge in
times of need. Students rely on school actlivities to enhance positive acfivities for
students. We must mainfain this vital component of the Paradise community.

Concerns of the district continue fo include the continuation of Section 22d funds, which
is vital to the disfrict's existence, and the obility 1o maintain quality programs with spiraling
costs.

Poinis of pride include small class size, highly qualitied stoff, interactive television and
MVHS long distance learning. laptop and wireless fechnology including computers for
each child in grades 3-12 through the FIL program. Whitefish Township Community
School has experienced a revitalization of school climate, which allows for positive
studeni achievemeni.

financial Contact
The School's financial statements are designed 10 present users with a general overview
of the School's finances., Questions concerming any of the information provided in this

report or requests for additional financial information should be directed towards the
Businass Office, wWhitefish Township Community Schools.

&



WRITEFISH TOWNSHIP COMMUNITY SCHOOLS
Statement of Net Assets
June 30, 2007

Governmental
Activities
Assets
Cumrent Assets
Cash $ 281,613
Due from other governmental unils 43,617
Inventories 310
Tolal current assets 325,540
Noncurrent Assets
Capital assets 812,093
Less: accumulated depreciation 631,687
Total noncurrent assefs 180.406
Total assefs $ 505,946
lighilities and Net Assels
Current Liabllitles
Due to other govemmental units 3 52,085
Accrued expenses 31,362
Total current liabilities 83,447
Net Assets
Investment in capital assels, net of related debt 180,406
Unrestricted 242,093
Toial net assets 422,499
Total kabilities ond net assets $ 505,946

See accomponying notes 10 the basic finoncial staternents. 3
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WHITEFISH TOWNSHIP COMMURNITY SCHOOLS
Governmental Funds
Balance Sheet
June 30, 2007

Other
Nonmajor
Governmental
General Cafeferia Funds Toial
Assets
Cash P 260,091 $ 20,263 $ 1,259 3 281,613
Due from other governmential units 43,617 - - 43,617
Inventory - 310 - 310
Total assels $ 303,708 $ 20,573 $ 1,259 $ 325,540
Liabllittes and Fund Balances
Liabilities:
Due to other governmental units $ 52,085 $ - $ - % 52.085
Accrued expenditures 31.362 - - 31,362
Total iabilities 83.447 - - 83,447
Fund Baolances:
Reserved for inventories - 310 - 310
Unreserved:
Designated for technology 12.000 - - 12,000
Undesignated 208,241 20,263 1,259 229,783
Total fund balances 220,261 20,573 1.259 242,093
Total iabilities and fund
balances $ 303,708 $ 20,573 $ 1,259 $ 325,540

See accompanying noles {o the basic financial slotements. 5



WHITEFISH TOWNSHIP COMMUNITY SCHOOQOLS
Governmental Funds
Reconciligtion of Balance Sheet of Governmental Funds to Net Asseis
June 30, 2007

Total Fund Balances - Governmental Funds $ 242,093

Amounis reported ior govermnmental activities in the statement
of net assets are different because:

Capilal assets used in governmental activities are not financial
resources and are not reporied in the governmental funds
balance sheet

Cost of capifal asseis 812,093
Accumulated depreciation [631.687)
Total Net Assets - Governmental Activities $ 422,499

See accompanying notes to the basic financial stafements. é



WHITEFISH TOWNSHIP COMMUNITY SCHOOLS

Revenues:
Local sources
State sources
Federal sources

Tolal revenues
Expenditures:
Current:
instruction
Support services
Food service
Alhletics

Totdl expenditures

Excess (deficiency) of
revenues over expenditures

Other financing sources (uses):
Operating transfers in
Operaling ransfers out

Total other financing
sources {uses)

Net change in fund balances
Fund balances - beginning of year

Fund balances - end of year

Governmental Funds
Statement of Revenues, Expenditures and Changes in Fund Balances

Year Ended June 30, 2007

Other
Nonmajor
Governmental
General Cofeterig Funds Total

i) 725,553 4,728 3 2,234 $ 732,515

236,150 6,046 - 242,196

41,548 23,439 - 84,987

1.023,25) 34,213 2,234 1,059,698

534,275 - - 534,275

419,966 - 285 420,25

- 47,934 - 67,936

- - 15,587 15,587

954,241 67,936 15,872 1,038.04%

49,010 {33,723) [13,638) 21,649

5,620 31,185 13,440 50,445
{44,826) - [5,620) {50.446)
{39.,206) 31,185 8,020 [1.00)

29,804 (2,538) {5.618) 21,648

190,457 2311 6,877 220,445

% 220,261 20,573 $ 1,259 $ 242,093

See accompanying noles to the bosic financiol statements. 7



WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Governmental Funds
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
Year Ended June 30, 2007

Net Change in Fund Balances - Total Governmental Funds

Amounts reporied for governmental aclivities in the statement
of net assets are different because:

Capital cutiays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets is
dgllocated over their estimaied useful lives os depreciofion expense.
This is the amount by which depreciation expense exceeds capiial
outlay expenditures that were capitalized in the period.

Change in Net Assets - Governmental Activities

See accompanying notes to Ihe basic financial siatements. B

3 21,648
302
$ 21.346




WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Fiduciary Fund
Statement of Fiduciary Net Assets
June 30, 2007

Student Activities
Agency Fund

Assetls

Cash $ 48,666
Liabilities

Due 1o student groups 3 48,666

See accompanying notes 1o the basic financial stotements. 9



NOTE 1

WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
NOTES TO FINANCIAL STATEMENTS
June 30, 2007

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Whitefish Township Community Schools {the "School Distiict") operates under a Board-
Superintendent form of government and provides education services to ifs residents. The
accounting policies of the Schooel District conform to accounting principles generally
acceptedin the United States of America (GAAP) as applicable to governmentad units. The
following is @ summary of the significant policies used by the School District;

Reporting Entity

The accompanying financial statements have been prepared in accordance with criteria
established by Governmental Accouniing Standards Board Statement (GASBS) No. 14 (and
amended by GASBS No. 39). GASBS 14 states the primary basis for determining whether
outside agencies and organizations should be considered component units of the School
District and included in the School District's financial siatements is financial accountability.
Financial accountability has been defined as foliows: A primary government has substantive
authority to appoint a voting magjority of the component unit's board; the primary
government is either able 1o impose its will on o component unit or there is o potential for
the component unit to provide specific financial burdens on the primary government; and
the component unit is fiscolly dependent on the pimary governmeni. The School District has
no component units,

Basic financial Statements — Overview

The School District's basic financial sialements include both government-wide {reporing the
Scheol District as a whole) and fund financia! statements (reporting the School District's
major funds). Both the government-wide and fund financial statements categorize primary
actfivilies as eifher governmenial or business type. Governmental activities, which normailly
are supported by taxes and intergovernmental revenues, are reporied separately from
business type acilivities, which rely to o significant exteni on fees and charges for support. All
of the School District's activities are considered governmenta! activities.

Basic Financial Statements - Government-Wide Statements

The governmeni-wide financial statements repori informalion on all of the nonfiduciary
activities of the primary government. These statemenis are reporied using the economic
resources measurement focus and the full accrual basis of accounting. As ¢ generai rule,
ihe effect of interfund activity has been eliminated from the govemment-wide finonciol
statements. The government-wide focus is more on operational efficiency, the sustainability
of the School District as an enlity and the change in the School Disirict’'s net assets resulting
from the cument year's activities.

In the government-wide Stolement of Net Assets, the governmental activities column is
presented on a consolidaied basis. Due to the full occrual, economic resource basis. all
long-term assets and receivabies, as well as long-term debt and obligations are recognized.
The School District's net assels are reported in three parts - invested in capital assets, net of
related debt; restricted net assets; and unrestricted net assets. The School District first uiilizes
restricted resources to finance qualifying octivilies.

10



NOTE 1.

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Basic Financial Statements - Government-Wide $tatements - Continued

The government-wide Statement of Aclivities, due to the full accrual, economic resource
basis, records revenue when it is earned and expenses when a liability is incurmed, regardiess
of the timing of relaied cash flows. The Statement of Activities demonstrates the degree to
which the direct expenses of a given funclion are offset by progrom revenues. Direct
expenses are those that are clearly ideniifiable with o specific funclion. Program revenue
includes {1) charges fo customers who purchase, use or direcily benefil from goods, services,
or privileges provided by a given function and {2) grants and contributions that are restricied
fo meeling the operational or copital requirements of a particular function. Taxes,
unrestiicted State Aid and other items not properly included among progrom revenues are
reporied as general revenue. Any net costs. by funchion, are allocoled to the general
revenue.

Baslc Financial Statements — Fund Financlal Statements

The financial fransactions of the School District are reported in individual funds in the fund
financiol statements. The operations of each fund are accounted for with a separate set of
seli-balancing accounts that comprise its assets, liabilifies, fund equity, revenues and
expenditures. The emphasis in the fund financial statements is on the major funds in the
governmenial activilies category. GASBS No. 34 sets forth minimum criteria (percentage of
the assets, liobilities, revenues or expenditures of the governmental funds) for the
determinotion of major funds, The School District's major funds, as described below, are the
General Fund and Cafeteria Fund. Non-major funds by category are summarized info a
single celumn.,

The governmental funds financial statements ore reporied using the cumrent financial
resources measurement focus and the medified accrual basis of accounting. Revenues are
recorded in the accounting peried in which they become both ovailable and measurable.
Revenues are ovailable when received within the current penod or within 60 days after
vear-end. Expenditures are recorded in the accounting period in which the liabiiity is
incumed, The exception to this general rule is principal and interest on general obligation
long-term debt, if any, is recognized when due.

The focus of the fund financial statements is upon the determination of financial position and
changes in financial position (sources, uses, and balances of financial resources).

Government resources are allocated fo and accounted forinindividual funds based upon
the purposes for which they are to be spent and the meons by which spending activilies
are controlled. The various funds are greuped, in the financial statements in this report, into
generic fund types and brooad fund calegories as follows:

Governmental Funds

Governmental funds are those funds through which mest school district functions typically
are finonced. The acguisition, use and balances of the School District's expendable
financial resources and the related current liabllities are accounted for through
governmental funds.

General Fund — The General Fund is used to record the general operations of the School

District pertaining to education and those operations not provided for in other funds. The
General Fund is a major fund of the School District.

11



NOTE It

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Basic Financial Statements — Fund Financial Statements - Continued

Governmental Funds - Continved

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of
specific revenue sources that are restricied 1o expenditures ior specified purposes.

School Service Funds - The School Service Funds are used to segregate, for
administrative purposes, the transaclions of a paricular activity from regular
revenue and expenditure accounts. The School District maintains full control of
these funds. The School Service Funds maintained by the School District are the
Cofeleria and Athletics Funds. The Cafeteria Fund is a major fund of the School
District,

Debt Service Funds - The Debt Relirement Funds are used to record tax andinterest revenue
and the payment of interest, principol and other expendilures on long-term bonded debt,
The School District maintains the General Obligation Debt Service Fund.

Capital Project Funds — The Capital Project Funds are used o record property tax revenues,
bond proceeds or other revenue and the disbursement of monies specifically designated for
acquiring new school sites, buildings. equipment, and tor major remedeling and repairs.
These funds are kept open until the purpose for which they were creoted has been
accomplished. The School District maintains a Capital Project Fund.

Fiduciary Funds

Fiduciary Funds are used to account for assets held by the School District in a trustee or
agency capacity for others and therefore are not availakle o support School District
programs. Since these funds connotl be used o address activities or obligations of the
School District, these funds are nol incorporated inte the government-wide stalements.
Fiduciary fund statements ore reported using the economic resources measurement focus
and the accrual basis of accounting. The foliowing agency fund is presented in the
Statement of Fiduciary Net Assels:

Sludent Aciivities Agency Fund - The School District presently mainiains a Student
Activities Agency Fund to record the fronsactions of siudent groups for school and
school-refated purposes. The funds are segregated and held by the School District
for the studenis.

Cash and Cash Equivalents

Cash and cash eguivaients include cash on hand, demand deposits and other accounts
that have the general characteristics of demand deposits,

Invesiments

investments are stated at fair market value.
Invenfories

Inventories are stated at cost, which opproximates market, using the first-in/first-out {FIFO)
method. Inventory recorded in the Cafetena Fund consists of food and paper goods.
Disbursements forinventory-type items are recorded at the time of use in the Cafeleria Fund.



NOTE It

NOTE 2:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Capital Assets

Capital assets, which include land, buildings, equipment and vehicles are reporied in the
Statement of Net Assets in the government-wide financial statements. Capital assets are
defined by the School District as assets that are purchased or acquired with on original cost of
$3.000 or more and an esfimated useful life in excess of cne year. Such asseis are reported ot
historical cost or estimated historical cost. Contributed assets are reported atl fair market
value s of the date donated. Additions, improvements and other capito! outlay that
significantly exiend the useful life of an asset, or increase its capacity or efficiency, are
capitalized. Other costs incurred for repairs and mainfenance is expensed as incured.
Depreciation on all assets is provided on the straight-line basis over the following estimated
useful lives:

Buildings and improvements 20-50 years

Furnifure and cther egquipment 5-15years

Comparative Data

Comparative toiol dato for the prior vear is not included in the School District's financia!
statements.

BUDGETING /COMPLIANCE

The School Distict is required under Public Act 621 to odopt a budget for the General and
Special Revenue Funds, Annual budgets are adopted on a basis consistent with generally
accepted accounting principles and State iaw for these funds. State law requires the School
District to have its budgel in ploce by July 1. Expenditures in excess of amounts budgeted
ore a violation of Michigan law, State low permifs districts to amend their budgets during the
year. All annuat appropriations lapse of year-end.

The presentation of budgetary information is required for the General Fund and all major
Special Revenue Funds {Cafetera Fund). In the reguired supplemental information section,
the School District's actual and budgeted expenditures for the General Fund and Cafeteria
are presented.

Excess of Expenditures Over Appropriatiens In Budgeted Funds

The School District is required under Public Act 621 to adopt a budget for the General and
Special Revenue Funds. During the year, the School District incurred expenditures in the
foliowing fund which were in excess of the amounts appropriated as follows:

Amount of
Fund Appropriation Expenditures Varnance
General g 978,293 $ 999,067 Y 20,774



NOTE 3:

NOTE 4:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

CASH AND INVESTMENTS

Cash Deposlis

State statutes and the Schoc! District's investment policy avthorize the School Distric! to moke
deposits in the accounts of federally insured banks, credit unions, and savings and loan
associofions that have an office in Michigan; the School District is allowed to invest in US.
freasury or Agency obligalions, US. government repurchase agreements, bankers'
acceptances, commercial paper rated prime ot the time of purchase that matures not more
than 270 days ofter the dale of purchase, muiual funds, and invesiment pools that are
composed of authorized investment vehicles. The School District's deposits are in accordonce
with statutory authority.

Custodial Credit Risk — Depaosits. Custodial credit risk is the risk that in the event of a bank
failure, the School District's deposits may not be returned to it. At yeor-end. the carnying
amount of the School District's deposits for both governmental activities and fiduciory funds
was $330,279 and the bank balance was 3359,570. Ot the bank balance, $117,001 wos
covered by federal depository insurance. The remaining $242,5469 was uninsured and
uncoilateralized. State statutes prohibit security in the form of coliateral, surety bonds or
another form be taken for the deposit of public funds.

PROPERTY TAXES

Property taxes are levied and become a lien on property as of December 1 on the Stofe
taxable valuation of property in the School District as of the preceding December 31.

Property taxes are recognized as revenue in the fiscal year they are ievied. The Michigan
School Accounting Manual requires property taxes receivable be written off in the cument
year if not received within 60 days of the end of the previous year. This applies to both the
government-wide (full accrval) and the fund {modified accrual) financio! statements. There
is no significant depariure from the fuil accrual basis of accounting using this meihod.

The 2006 Siate taxable valuation of non-homestead property as of April 27, 2007, for Whitefish
Township Communily Schools tofaled $39.130.762 on which taxes levied consisted of 18 mills
for operating purposes. These amounts are recognized in the General Fund.

Classification of assessed property between homestead vs. non-homestead is subject to
change. In addition, Michigan Tax Tribunal and Board of Review changes throughout the year
affect the toial taxable valuaiion.



NOTE 5:

NOTE &:

NOTE 7:

NOTES TO FINANCIAL STATEMENTS - CONTINUED

CAPITAL ASSETS

Capital asset activity for the School District's governmental activities was as foliows:
Bolonce Balance
July 1, 2006 Additions Disposols  June 30, 2007

Capitat assets being depreciated:

Buildings and improvements 611,407 5 20438 % - $  631.845
Furmniture and equipment 28,014 4,670 - 32,684
Vehicles 147,564 - - 147,564
Subtotal 786,985 25,108 - 812.093
Accumulated depreciafion:
Buildings ond improvernents 443,358 16,974 - 480,332
Furniture ond eguipment 20,818 2,070 - 22,888
Vehicles 122,10 6,364 - 128,467
Sublotai 806,277 25,410 - 631,687
Net capiial gssets being depreciated $ 180708 § (302) % - $ 180,406

Govemmental activities depreciafion expense was chorged as follows;

Unallocated 3 25410
INTERFUND TRANSFERS
Interfund transfers consist of the following:

The General Fund made transfers in the amounts of $31,185 to the Caoifeteria Fund and
$13.440 1o the Athletic Fund. The General Fund makes iransfers on a yeorly basis 1o support
these Funds.

The Debi Service Fund transfemed its remaining balance of $5,620 to the General Fund due fo
ingctivity in over fwo yeors.

DEFINED BENEFIT PENSION PLAN AND POST EMPLOYMENT BENEFITS

whitefish Township Community Schools contribuies to the Michigan Public School Employees
Retirement System {MPSERS). a cost sharng. multiple employers, siate wide public employee
retirement plan governed by the Stote of Michigan and created in 1915, MPSERS was
established by the State of Michigan for purposes of providing retirement, survivor and
disability benefits to the State's public scheol employees. MPSERS now operates under the
provisions of Public Act 300 of 1980, as amended. MPSERS issues a publicly available financicl
report that includes financial statements and required supplementary information for MPSERS.
That report may be obtained by writing to Michigan Public School Empioyees Relirement
System, 7150 Hamis Drive, P.O. Box 30026, Lansing, M| 48909-7526 or by calling (317} 322-6278.

Prior to January 1, 1990, MPSERS provided a choice of two retirement plans, the Basic Plan,
which required no empioyee confribution and the Member Investment Plan (MIP). For
members hired on January 1, 1990 or after, membership in MIP is mandotory. MIP members
are required 1o coniribute 3 to 4.3 percent of their annual covered salary and Whitefish
Township Community Schools is required 1o coniribute at an aciuarially determined raie,

15
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NOTE &

NOTES TO FINANCHAL STATEMENTS - CONTINUED
DEFINED BENEFIT PENSION PLAN AND POST EMPLOYMENT BENEFITS - CONTINUED

The curreni rate is 17.74% of annual covered payroll, of which approximaiely 6.55% is for otfher
post employment benefits (see below). The contribution requirements of plan members and

Whitefish Township Community Schools are established and may be amended by the MPSERS
Board.

The School District's contribution io MPSERS for the years ending June 30, 2007, 2006 and 2005
were $8%.817, $80,852 and $70,364 respectively, equal to the required contiibutions for each
yeaqr.

Other post employment benefits:

Also under the MPSERS Act, allrefirees have the option of confinuing hedith, dental ond vision
coverage which are funded on a cash disbursement basis. Retirees having these coverages
coninbute an amount approximaiely equivalent to the monthly cost for Part B Medicare and
10% of the monthly premium amount for health, dental ond vision coverages.

The number of plan parficipants and other relevant financial information consisied of the
following at September 30, 2004, the date of the latest acluarial valuation.

Eligible retired pariicipants 157,163
Participants receiving benefits:
Heaolth 119.462
Denial/Vision 126,828
Expenses for the year $494.313,906
Payroll confribution rate 6.55%

RESERVES AND DESIGNATIONS OF FUND BALANCES
Major Governmental Funds

General Fund - The General Fund designated fund balance includes amounts for
fechnology expenditures.

Cafetena Fund - The Cateteria Fund reserved fund balance includes amounts forinventornies.

RISK MANAGEMENT

The School District carries commercial insurance for risks of loss, including property and
employee hegith insurance. Settled claims resulting from these risks have not exceeded
commercial insurance coverage in any of ihe pasl three fiscal years.

The Scheol District also belongs 1o the SEG Self-Insured Workers' Disability Compensation Fund,
¢ public enfity risk pod! curently operating as a common risk management and workers'
compensalion insurance program for various school districts throughiout the state. The Schoaol
District pays an annual premium for its workers' compensafion insurance coverage. The poot
is self-sustaining through member premiums and reinsures through commercial companies for
claims in excess of $500,000 for each insured evenl. Although the Schoo! District could be
assessed charges beyond the annual premium, the iikelihood of receiving such an assessment
is minimat.

14
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WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Requlred Supplementary Information
Budgetary Comparlson Schedule
General Fund
Year Ended June 30, 2007

Variance with

Original Final Final Budget
Budget Budget Actual Over/{Under)
Revenues:
Local sources % 706,989 $ 712,843 $ 725,553 $ 12,710
State sources 217,872 220,194 236,150 15,956
Federal sources 66,568 61,548 61,548 -
Total revenues 991,429 994,585 1,023,251 28,666
Expenditures:
Current:
instruction:
Basic progroms 440,005 443,025 448,955 5,930
Added needs 83,241 80,911 85,320 4,409
Support services;
Pupil 20,329 13.185 13,340 155
Instructional staff 5.815 5,941 5.939 {2)
General administration 187,126 166,046 171,389 5,343
School administration 13,794 13,42) 13,330 {91]
Business services 4,605 2.222 9.136 (86}
Operation and mainienance 129,443 124,719 132,024 7,305
Pupit ransportation services 63,924 58,632 59,322 690
Other support services 15,479 15,490 15,486 (4}
Total expenditures 263,76 930,592 954,241 23,649
Excess {deficiency) of
revenues over expendiiures 27,668 63,993 469,010 5017
Cther financing sources {uses).
Qperaiing fransfers in 5.000 11,205 5,620 {6,285}
Operating transfers out {52.668) {47.701} {44,826} 2,875
Total other financing
sources (uses) {47.668) (35,796) {39,206) {3,410]
Net change In fund balance {20,000} 28,197 2%.804 1,607
Fund balance - beginning of year 178,347 190,457 190,457 -
Fund balance - end of year $ 158,347 3 218,654 3 220,261 $ 1.607

see accompanying netes to the basic financial siatements. 17



WHITEFISH TOWNSHIP COMMUNITY SCHOCLS

Revenues:
Local sources
State sources
Federal sources
Toigl revenues
Expenditures:
Current:
Food service

Excess {deficiency} of
revenues over expenditures

Other financing sources (uses):
Operating transfers in

Net change in fund balance
Fund balance - beginning of year

Fund balance - end of year

Required Supplementary Information
Budgetary Comparison Schedule
Cafeteria Fund
Year Ended June 30, 2007

Variance with

Originatl Final Final Budgel
Budget Budget Actual Qver/[Under)
7.010 $ 4,285 $ 4,728 $ 443
3.500 3,500 6,046 2,546
22.000 24,500 23.439 [1,061)
32,310 32,285 34,213 1,928
71,566 68,432 67.936 {496}
{39,056} [36.147) {33,723} 2,424
39.056 34,060 31,185 [2.875)
- (2.087) (2.538) {451)

21,05) 23.111 23.111 -

21,051 $ 21,024 $ 20,573 $ (451}

See occompanying noles to the basic financial stalements, 18
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WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Other Supplemental Information
Combining Balance Sheet
Nonmajor Governmentat Funds
June 30, 2007

Special Revenue Capiial Project  Debt Service

Fund Fund Fund
General
Athletics Sinking Chbligation Total
Assets
Cosh $ 1,259 $ - $ - $ 1,259
Fund Balances

Unreserved:
Undesignated $ 1,259 % - $ - 3 1,259




WHITEFISH TOWNSHIP COMMUNITY SCHQOLS
Other Supplemental Information
Combining Statement of Revenues, Expendltures and Changes In Fund Balances
Nonmajor Governmental Funds
Year Ended June 30, 2007

Special Revenue  Capiial Project Debt Service

Fund Fund Fung
General
Alhletics Sinking Obligation Total
Revenues:
Local sources 3 2,219 $ 5 % 10 $ 2,234
Expendiures;
Current;
Support services - 285 - 285
Athletics 15,587 - - 15,587
Total expenditures 15,587 285 - 15,872
Excess [deficiency} of
revenues over expenditures [13.368) {280) 10 {13.638)
Other financing sources (uses):
Coperating transiers in 13,640 - - 13,640
Cperaling transfers out - - (5,620] {5,620)
Total other financing
sOUrCes {uses) 13,640 - 15,620} 8,020
Net change in fund balances 272 {280} [5,610) {5,618}
Fund baiances - beginning of year 987 280 5610 6,877
Fund balances - end of year 3 1,259 $ - 3 - $ 1,259
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Class of 2005

Class of 2006

Cleoss of 2007

Class of 2008

Copy machine
Special projects
Kitlchen

Youth booster ciub
Student council
interest

Yearboaok
pMiscellaneous
Playground

Target

Veterans' Day fund
Sherie used compulers
Box tops
Library-Sherrie Britton
Rachel Mills fund
Professional deveicpment
Mr. Earles

Green slips

Ski frip grant

Middie School
Theater

Athletic boosters
21st Century grani
Music card

wellness challenge
Fran Bitnar Memorial
Science

Total

WHITEFISH TOWNSHIP COMMUNITY SCHOOLS
Other Supplemental Information
Statement of Receipts and Disbursements
Fiduclary Fund
Year Ended June 30, 2007

Balance 2006-2007 Balance
July 1, 2006 Receipts Disbursemenis June 30, 2007
$ 18 3 - 3 18 % -
10 46 56 -
{21) 14,965 14,944 -
203 8,647 6.591 2,259
4 - 4 -
7.065 - - 7.065
502 - - 502
12,762 502 - 13,264
293 475 481 287
13.742 1,095 2,604 12,233
- 1,357 1,357 -
5 323 231 97
767 - 273 494
28 92 120 -
166 - - 166
29 - 22 7
321 243 504 60
74 - 74 -
2,459 528 300 2,687
17 - 12 5
517 - 307 210
8 - 8 -
481 1,030 1.410 N
689 1,215 1,128 776
67 - &7 -
5,657 4,906 3.137 7.426
880 - - 880
209 - 209 -
43 - - 43
1,115 - 1,115 -
104 - - 104
$ 48,214 b 35,424 $ 34.972 3 48,664

2}
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'Hill « Schroderus & Co., LLP

““Certified Public’ ACcountants & Consultants

August 8, 2007

REPORT ON INTERNAL CONIROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Superintendent and Board of Education
Whitefish Township Community Schools
Paoradise, Michigan

We have audited the finoncial statements of the governmental aclivities, each major fund and the
aggregote remaining fund information of Whitefish Township Community Schoals {the “School District”) as of
anc for the year-ended June 30, 2007, which colleciively comprise Whitefish Township Community Schools'
basic finoncial statements and have issued our report thereon dated August 8, 2007. We conducted our
qudif in accordance with auditing standards generally acceptedin the United Siales of Americo and the

standards applicable to financial qudits contained in Government Auditing Standards, issued by the
Comptroller General of the United Stotes.

Internal Contral Over Fingncigl Reporting

In planning and performing our audit, we considered Whitefish Township Community Schools' internal
control over financial reporting as o basis for designing our ocudiling procedures for the purpose of
oxpressing our opinions on the finoncial stotements and not for the purpose of expressing an opinion of the
whitefish Township Community School's intermal control over financial reporting. Accordingly, we do not

exprass an opinion on the effectiveness of the Whitefish Township Community School'sintemal control over
financial reporting. ’

Cur consideration of internal control over financial reporting was for Ine limited purpose described in the
preceding parograph and would not necessarily identify all deficiencies ininternal control ever financiay
reporting that might be significont deficiencies or material weaknesses. However, as discussed below, we
identified ¢ certain deficiency in internal contrel that we consider to be o maierial weokness.

A conirol deficiency exists when the design or operation of a control does not allow managemeni or
employees, in the normal course of performing their assigned funciions, {o prevent or detect misstatements
on a timely basis. A significant deficiency is o conirol deficiency, or a compination of contro! deficiencies,
that adversely affects the entity's ability 1o iniliote, authorize, record, process. or report financial data
relicbly in accordance with generally accepied accounifing principles such that fhere is more than @
remote likelinood that amisstatement of the entity's financial statements that is more 1han inconseguenitial
will not be prevenied or detected by the eniity's internal control.

A material weakness is a significont deficiency, or @ combinaiion of significant deficiencies, that results in
more than a remote likelihood that ¢ matericl misstatement of the financial stoiements will not be
prevented or detected by the entity's internal conirol. We befieve that the foliowing deficiency constitutes
a matenal weakness:

The School Distric does not have the expertise 1o prepare financial statements in accordance with
generally occepted accounting principles. According 1o newly issued audifing standards this inability fo
prepare financial statements in accordance with generaliy accepled accounting principles is an indicator
of a significant deficiency and a strong indicator of a material weakness in infernal control.
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We did note ihe School District's management does posses the skill necessary to prepare and monitor the
annual budget. The accounting system which is designed primarily for budgetory purposes and State of
Michigan FID reporling is also used as the source information in preparing the finoncial statfements in
accordance with generally accepted accounting principles with some adjustment, format differences and
note disclosures.

Complignce and Cther Matters

As part of obldining reasonable assurance about whether Whitefish Township Community Schools' financial
statements are free of material misstaiement, we pedormed tests of its compliance with certain provisions of
iaws, regutalions, contracts and grant agreements, noncompliance with which could have  direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reperted under Government Auditing Standards,

We have also noted other matters for your consideration:

Commercial Forest Tax Receipis: The School District conlinues to recognize a liabifity tor Commercial Forest
tax receipts received from Whitefish Township.  As your past efforts to resolve this maiter with various
government officials has been unsuccessiul, we suggest you now consult your legal counsel 1o resolve this
issue,

This report is intended solely for the information and use of management and Board of Education and is not
infended to be and should not be used by anyone other than these specified parties.

Wl S, & (o

CERTIFIED PUBLIC ACCOUNTANITS
Petoskey, Michigan
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NO MANAGEMENT LETTER WAS ISSUED TO THE WHITEFISH TOWNSHIP
COMMUNITY SCHOOLS FOR THE YEAR ENDED JUNE 30, 2007.



NO DATA COLLECTION FORM 1S REQUIRED TO BE ISSUED TO THE WHITEFISH
TOWNSHIP COMMUNITY SCHOOQLS FOR THE YEAR ENDED JUNE 30, 2007.



